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ftifa, -aim afti *i 4TH4 

( 41Ff 14401 ) 

3lftRj’=HI 

^ ft^TT, 9 414, 2001 

168 ( 31).—tH4;r, 41*4^ arfi#T44, 1956 (1956 4TT1) WIT 252 % TTT<4 Tfetf WIT 642 £KI 9?14 
■?rf^RPTf 411 JPitn =t><rl Tpr, Pi*-iT<HPtsici Pi'HH *Hlcfl 3T«lt^:— 

1. Ilfij41414 3^1444:-- 

(1) ^1%44fWTllf^4T4 4?»rff 4P44%ft^14r4^pFjft?r) Pm, 2001 t; 

(2) 4^^! 

2 . ^ff'ipnd; 

^4 f44*tf UT4 3T4T fw lK»f if 344W 34lftTtf 4 *f— 

(W) ' ‘ 3Tf%lPm” if 4144) 3lfaf444, 1956 (1956 44 1) 3lf^TT %; 

(Uf) H ^4)4IWI4l’' ififUT^fiTl 3Tfaf444Wt WIT 252 41u Cflll 

4T W4 % SlNlftfl *jc r M %Wi'-H 4K u l 411 l^T $ I 

3. i^'pUrr :— 

ff f%44 iflft 4fWTW 411 fa 4f Wt ‘NF^’^Ft— 

(41) faH4>) 4M Wlf5 44TT 4T'?4if 3lfW41wt ^ t; 

(l5t) faH»h T^W S’illt 4T $R+f wfalW ci<|J $141 4 k**> ^ I 
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4. ^ t?Pr RIRtif % 

Tt ^ ^ ^ ^ TIV ^ ^ ^ ^ ^ f ^ ^ «Erf^r % TFT ^ 3TWP? %RT t "3ft wft 

^^■sPKRiRF'ftfmn 

(2) 'Pfi# RiT ^PP Wi, 3Tfa^FT^ ■afiR^^RR 14 'Rpr'^- 100 

■^^Pr: RT^R) %TRTT«ircf % 3IRfr 3TT7FT ftTCpf "3R *«qpRT '®fiT PsRTO Pm PfiiftTRr % % %ij; 

H'WllffeKl PfRm7£lt afa , $PR RT^f %ftfoPE%%faqarwpjf %-gf ^ TRpffl tsRT R^ i q 
^TPR RTRfif%RTR, Rt, ^ifol ^^'^rf^Tn^WW^#IRin^%Rft^'PRpI3rf^f^f%-eiiEl'qf^ 
*ti\^ ifl, $I*K ^ff r^lfilPt-Hl ftPlRJid ^ 'Jilt'll, ^ppft % PTR ®t%ni I 

(3) ^ ^WSfi1ia^’?PR ^t[ ip^f % 

%1'feRflfl^f ST^RWlTRIIWTW^^^^R^Tft^r WSt^TTI 

(4) Hf^<ti^^^^^RR3flf%'ii^r-i?R!iaT'^t^Tit^I 3MpRIH (l), (2) 3jp;(3) % 3T%fPn^t ^ ^SRR 

RU’T^-PTTKRf-^ PWl^fl Tsp^Tfl | 

(5) 3R£efaq; RRpft^^pR R%ift 

#R RTRfif % <RpHfl % 3=Frt aRffel^TFT ^f Pl^lR % % %R U'RJh) 3T«lf%1 fa'+ilRsi Tl | 

(6) ?T3'?Prc RTWf %'^'Pl^VW^IT °fil4«bltf, {^tni i t Rpl % WF ^ ^{pT^iCT ^''^fRT ^3TWW5RI1 RTEt 

ft, ■3TRffel%f^R;^T IT | 

(7) P^’W-lRw, 3TR% ^l4^W%R^^R^RI,RftW3itRI’1K^^'^T 5 e51' a: T!RT^t T T^¥l, 3 ^ -g^rsfk 3 R(Pt 

% %T? ftqffar fa*n ^tt r^ktt i 

(8) 1$ fa^VHb 'U J i a bltVl«f> PH^I«bTT JflN f¥&R> %^TPi^flw %fRqi-H, Tpft3HT3PJ1 >sh'[ %f^?W% 

WT "HTHT ^TTqTTT I 

5. Pr#ffl: — 

^mPR! Rj^I ^nft% K1^TP-E HH=hl % Pi^i'ti % ~£f P)^«kI Rtiy, ■siA % Ri^, <ri*i4 ufl s^'ii, ^tPX— 

(l) RE TPRR STfRqiiRcii % fctK-Tl ■RlRTtrEI SKI Pi^ci Pqci Hi 4 !! ‘IKI1^ 3fP -Mikk^I'I RiT Pi"^i4 Yqrf'i vf %; 

(ii) RE lpt> 3i j'Klpqn 'fERlfpRI %; 

(iii) -sR^) 'f^RlfPETT -MiqPi'flfl Pt>0, Rl*i % Peril!, STRICT RtvMI % 3^T -j+-iq>l 3TF^TT cripiici %; 

(iv) [«t>«l 'RIRI^IR gRl P+i'kI 3TORI% pRi, P>iR^ 3i'-|il'ff| 3Tn4Rio %, Hri«& ^PT ot<i*n TRT ~t 

^F w RTR % ai^JT % TOFTR ■& TTElftre RpIT TKIT t H*n ^1 i^ST^TT ^ RRTfRT ^ TirfPsr ^ Tjf^ rp[ 

3TRftJ ®7?fRl qp7 

(v) 3R^"5RI «nfpr ‘PmA 4>'Tfl%'SpRf' ! !Rt^WT, 

ARI’Efll'R^'^'RpRTf 3?lT ^3^1 RFI^51 R^RT %fWJ, PFIE 3TRm'dTfUa ^ ^ RET 'El 'TT^; RT 

(vi) 1%^ T R1RimsJT^ro203%^^I u l^'^ft^^%^^f i T5f^%%^f J R%RR^^1HT^Rl%1%Rr T P1T 

*T Pit 

6. URtn : — 

'?PR % "pRl^lRi % f'PJW 1!t rfR?I ^ 'faR ^>1HT T^TT Rf^— 

0) i?i^T?Pn: W^^RtTn^hsr^r^tf^wRrt RE^^pRRRRi'RTTR^f 

<5<11 ^ tiy ^pR RRRit R1T Pi^i°h q'li T^T <^'ll; 

(li) Pl-MH 5 % ^HPi'in (1) % 3TIRRRI PhI^H °RTf^RI ‘I'll ^; 

(iii) R?34HT £KT RTfcl RIRRl %Rj)RTSR 1, 1 RI% ^ iPR 31%Pt %STORT 3TR% W-T WT R RlfPnjfr, PfRft 
RFTR1T, 3RRR%'P^%1^iTRI3tPrR7n^'^ WEra% RpR RTR TR^ 3 3TR 4^^ TFI % ; 

(iv) Rf RRT P^Viep«fr £ %> if)^4 MRPifll 3Tfafr?|RfRI H 1 Il flKa)4 'RI R 3TRfa%^ 
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(v) ford) U l^d 4> , -Hl ^FT RTThOT t fanFFT m fifbTPFt 3tfr RUT 295 % FPFTt *t WH ^1 ^ 

(Vl) m *TRT 299 % 3SSPFTF FF4 FRFTt; 

(vii) *JTO 203 % 3T#T frwmt I 

(vui) W 'RRT284%3H^<iJ|^'-FFlf^rqT-5n?rft I 

7. fii'^fi'Ffli *tft #gqr m; ftcfaF •— 

^ 4) TJSR-^ 3mfr‘ ^ fr 3#FF fr’ ^ TtaT RR°fif % Pl^l«b % F^T 3 RC RTOF wf FTfrtTI 

I'm. n i/19/2000-#t3^t-5] 
■p;. <HI«<|*fl, Ftffrq 


MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
(Department of Company Affairs) 

NOTIFICATION 

New Delhi, the 9th March, 2001 

G.S.R 168(E). — In exercise of the powers conferred by section 642 read with 
section 252 of the Companies Act, 1956 (1 of 1956), the Central Government hereby 
makes the following rules, namely: - 

1. Short title and Commencement:- 

(1) These rules may be called the Companies (Appointment of the Small 
Shareholders’ Director) Rules, 2001. 

(2) They shall come into force on the date of their publication in the Official 
Gazette. 

2. Definitions:- 

In these rules unless the context otherwise requires - 

(a) “Act” means the Companies Act, 1956(1 of 1956); 

(b) “Small Shareholder” means a shareholder holding shares of nominal value 
of twenty thousand rupees or less in a public company to which section 
252 of the Act applies. 

3. Applications:- 

These rules shall apply to public companies having - 

(a) paid-up capital of five crcye rupees or more; 

(b) one thousand or more small shareholders. 

4. Manner of election of small shareholders’ director:- 

( l) A company may act suo-moto to elect a small shareholders’ director from 
amongst small shareholders or upon the notice of small shareholders, who 
are not less than l/10 m of total small shareholders and have proposed name 
of a person who shall also be a small shareholder of the company. 
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(2) Small shareholders intending to propose a person shall leave a notice of 
their intention with the company at least 14 days before the meeting under 
the.signature of at least 100 small shareholders specifying name, address, 
shares held and folio number and particulars of share with differential 
rights as to dividend and voting, if any, of the person whose name is being 
proposed for the post of director and of other small shareholders proposing 
such person as a candidate for the post of director or small shareholders. 

(3) A person whose name has been proposed for the post of small 
shareholders’ director shall sign, and file with the company, his consent in 
writing to act as a director. 

(4) The listed public company shall elect small shareholders nominee subject 
to sub-rules (1), (2) and (3) above through the postal ballot. 

(5) The unlisted company may appoint such small shareholders’ nominee 
subject to above conditions if majority of small shareholders recommend 
his candidature for the post of director in their meeting. 

(6) Tenure of such small shareholders’ director shall be for a maximum period 
of 3 years subject to meeting the requirement of provisions of Companies 
Act except that he need not have to retire by rotation. 

(7) On expiry of his tenure, the same person if so desired by small 
shareholders, may be elected for an another period of 3 years. 

(8) Such director shall be treated as director for all other purposes except for 
appointment as whole time director or managing director, 

Disqualification:- 

A person shall not be capable of being appointed as small shareholders’ 

director of a company, if - 

(i) he has been found to be of unsound mind by a Court of competent 
jurisdiction and the finding is in force; 

(ii) he is an undischarged insolvent; 

(iii) he has applied to be adjudicated as an insolvent and his application is 
pending; 

(iv) he has been convicted by a Court of any offence involving moral 
turpitude and sentenced in respect thereof to imprisonment for not less 
than six months, and a period of five years lias not elapsed from the 
date of expiry' of the sentence; 

(v) he has not paid any call in respect of shares of the company held by 
him, whether alone or jointly with others, and six months have elapsed 
from the last day fixed for the payment of the call; or 
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an order disqualifying him for appointment as director has been passed 
by a Court in pursuance of section 203 and is in force, unless the leave 

of the Court has been obtained for his appointment in pursuance of 
that section. 

6. Vacation of office:- 

A person appointed as small shareholders’ director shall have to vacate the 

office if- 

(i) such person so elected, as director of small shareholders ceases to be a 
small shareholders’ director on and from such date on which he ceased 
to be a small shareholder; 

(ii) he has been rendered disqualified by virtue of sub-rule (1) of rule ( 5); 

(iii) he fails to pay any call in respect of shares of the company held by 
him, whether alone or jointly with others, within six months from the 
last date fixed for the payment of the call; 

(iv) he absents himself from three consecutive meetings of the Board of 
directors, or from all meetings of the Board for a continuous period of 
three months, whichever is longer, without obtaining leave of absence 
from the Board; 

(v) he is a paimer of any private company of which he is a director, 
accepts a loan, or any guarantee or security for a loan, from the 
company in contravention of section 295; 

(vi) he acts in contravention of section 299; 

(vii) he becomes disqualified by an order of Court under section 203; 

(viii) he is removed in pursuance of section 284; 

7. Restriction on number of directorship:- 

No person shall hold office at the same time as small shareholders’ director in 

more than two companies. 

[F No. 1/19/2000-CL.V] 
A. RAMASWAMY, Jt Secy. 
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